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THE ECONOMY

U.S. Q4 GDP growth was revised down to 0.7% QoQ annualized, with the government shutdown being the primary cause.
Growth is expected to be more moderate throughout the year, likely supported by Al investment and productivity gains,
as well as fiscal stimulus from the One Big Beautiful Bill Act. Job growth remains tepid. U.S. inflation jumped to 3.3% YoY
in March while core CPl rose to 2.6% YoY. The report reflected a large price increase overall, though energy was effectively
the sole cause, with other goods and service prices showing mild movement. Food prices were flat during the month and
services (excluding energy services) rose only 0.2%. Shelter inflation continued to cool as rent growth moderated,
reinforcing a disinflationary trend given shelter’s large CPIl weight.

EQUITY

The first quarter showed a reversal of many style trends of late: U.S. small cap equities outperformed U.S. large caps
(+0.9% vs. -4.3%). Value outperformed Growth (+2.1% vs. -9.8%), and non-U.S. markets outperformed U.S. (-0.7% vs. -
4.3%). U.S. equity forward P/E multiples moved sharply lower as equity prices fell but earnings forecasts adjusted upwards
despite fears around the Iran war. Persistent upward earnings guidance, along with the recent drawdown could potentially
set U.S. equities up for a rally if a constructive end to the war appears most likely.

FIXED INCOME

Fears of a possible private credit crisis continued to circulate, leading to large redemptions from certain retail-focused
funds. We believe the current situation can be mostly described as a liquidity mismatch among retail-focused funds driven
by panic, and that panic may be somewhat overblown. If larger credit issues become apparent, spread and price
movement would likely occur. Investors should focus attention on their private equity exposure if they believe these issues
will expand. Software stocks experienced a sharp drawdown amid concerns around Al creative destruction, though credit
default activity has been muted. However, distressed credit activity among software has been notable.

Investment Portfolio Quarter ended Year to Date 1 Year 3 Year 5 Year
3/31/26 ended 3/31/26 Return Return Return
Inland Empire Community Foundation -1.1 -1.1 15.9 13.0 7.1
Blended Benchmark -1.4 -1.4 15.5 12.5 6.5
Market Benchmarks
Domestic Stocks - S&P 500 -4.3 -4.3 17.8 18.3 12.1
International Stocks - MSCI ACWI ex US -0.7 -0.7 24.9 14.5 7.0
Bonds - Barclays Capital Aggregate 0.0 0.0 4.3 3.6 0.3
Cash - 90-Day U.S. Treasury Bill 0.8 0.8 4.0 4.7 3.3

Notes: The of future returns above are the historical returns for The Inland Empire Community Foundation portfolio, net of investment management fees. These returns are
compared to a blended benchmark of the underlying manager’s individual benchmarks. Historical returns are not a predictor.
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Asset Allocation & Philosophy

Making sound strategic decisions on the structure of a portfolio has a profound influence on investment results which is
why the Foundation has a diversified portfolio with a long-term time horizon. The portfolio is invested in accordance with
a core principle of successful investing which acknowledges that a diversified portfolio across different asset classes should
provide a sustainable rate of income while minimizing the volatility that affects all investments to varying degrees. The
portfolio is periodically rebalanced to target allocations to maintain portfolio equilibrium, increase value and support
donor’s spending over the long term. The pool will remain liquid and not include an allocation to illiquid alternative
investments.

Target Asset Allocation

B Domestic Equity
International Equity
M Fixed Income
Real Estate

M Liquid Alternatives

Process & Governance
The Foundation’s portfolio is reviewed at least quarterly by the Investment Committee and the Foundation’s investment
consultant (Verus Advisory). On an on-going basis the Investment Committee and Verus Advisory review:

Strategic Investment Opportunities Portfolio Allocations

Fund Manager Analysis Investment Performance

Manager Searches (as needed) Education on Various Investment Topics
Market Environment Capital Market Assumptions

The Investment Committee and Verus Advisory recognize that we must avoid focusing on the short term which always plays
out randomly and unpredictably and instead look forward over the long term where we can achieve a reasonable degree of
certainty. We will continue to focus on a sound investment policy for the benefit of our donors and will continue to employ
best practices as we oversee the Foundation’s investments.
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